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SUBJECT: PRC VICE MINISTER OF FOREIGN TRADE MEETS CODEL 
JACKSON MEMBERS 

REF: PEKING 0828 

SUMMARY: IN A MEETING WITH CODEL JACKSON MEMBERS, PRC 
FOREIGN TRADE VICE MINISTER YAO YI-LIN HAS REPEATED 
THE MESSAGE HE GAVE TO VISITING US GOVERNORS SIX WEEKS 
AGO THAT SINO-US TRADE CANNOT REACH ITS FULL POTENTIAL 
UNTIL THERE IS FURTHER PROGRESS IN NORMALIZATION OF 
US-PRC RELATIONS. END SUMMARY. 
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1 . PRC VICE MINISTER OF FOREIGN TRADE YAO YI-LIN MET WITH 
TWO MEMBERS OF VISITING SENATOR HENRY JACKSON'S PARTY 
JULY 4 AND TOLD THEM THAT SINO-US TRADE WILL NOT BE ABLE 
TO REACH ITS FULL POTENTIAL UNTIL POLITICAL PROBLEMS 
BETWEEN THE TWO COUNTRIES ARE RESOLVED. SPEAKING TO 
CODEL MEMBERS STANLEY GOLUB AND CLARENCE MARTIN, YAO 
MADE IT CLEAR THAT HE WAS REFERRING TO TAIWAN AND THAT 
THE MAJOR PROBLEM WAS CONTINUING U.S. RECOGNITION OF THE 
ROC. IN THE ABSENCE OF A CHANGE IN THE U.S. POSITION 

ON TAIWAN, YAO SAID, CHINA WOULD BUY MANY PRODUCTS 
FROM THIRD COUNTRIES WHICH IT MIGHT OTERWISE PURCHASE 
FROM THE U.S. 

2. THE PRC IS AWARE, YAO SAID, THAT MANY U.S. PRODUCTS 
ARE THE BEST IN THE WORLD; THAT U.S. TECHNOLOGY IS 
SUPERIOR TO THAT OF ANY OTHER COUNTRY; AND THAT THE PRICE 
OF U.S. MACHINERY AND EQUIPMENT IS COMPETITIVE WITH THAT 
OF MACHINERY FROM OTHER COUNTRIES. AS AN EXAMPLE, HE SAID, 
CHINA IMPORTS TRUCKS FROM FRANCE EVEN THOUGH U.S. TRUCKS 
ARE BETTER. FRANCE HAS A CORRECT POLICY TOWARDS TAIWAN, 

HE SAID, AND THE PRC MUST CONTINUE TO GIVE PREFERENCE TO 
THOSE COUNTRIES WHICH HAVE A CORRECT POSITION ON TAIWAN, 

EVEN IF THEIR PRODUCTS ARE LESS COMPETITIVE. 

3. REFERRING TO HIS EARLY MAY CONVERSATIONS WITH VISITING 
U.S. GOVERNORS (REFTEL), YAO RIDICULTED THE GOVERNORS 
FOR BRINGING UP SUCH PROBLEMS AS PACKAGING AND LABELING. 

THESE WERE PETTY MATTERS, HE SAID, AND HE COMPLAINED THAT 
THE GOVERNORS DID NOT SEEM TO UNDERSTAND THAT POLTICAL, 

NOT ECONOMIC PROBLEMS, ARE HOLDING UP FURTHER EXPANSION 
OF SINO-U.S. TRADE. THE IMPORTANT THING IS TO 

SOLVE THE POLITICAL PROBLEMS; ONCE THIS IS DONE THERE WILL BE A 
GREAT INCREASE IN TRADE. 

4. YAO DID NOT MENTION THE SUBJECT OF MFN TARIFFS FOR 
CHINA DURING THE MEETING. LATER, AT USLO'S FOURTH OF 
JULY RECEPTION, MARTIN AND GOLUB ASKED YAO WHY HE HAD 
NOT RAISED THIS QUESTION. YAO REPLIED THAT FOR THE 
MOMENT MFN IS NOT AN IMPORTANT ISSUE. ONCE POLITICAL 
RELATIONS ARE NORMALIZED, AND TRADE BETWEEN THE U.S. 
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AND CHINA INCREASES, THE MATTER OF MFN WILL EASILY BE RESOLVED. 
IN THE MEANTIME, IT IS NOT OF GREAT CONCERN. 

5. COMMENT: THUS FOR A SECOND TIME IN ADDRESSING VISITING 
U.S. DIGNITARIES, YAO HAS HELD OUT THE CARROT OF EVEN 
GREATER TRADE IF SINO-U.S. POLITICAL RELATIONS CAN BE 
IMPROVED. THIS IS A STANDARD PRC BARGAINIMG TACTIC WHICH 
CHINA HAS IN THE PAST USED WITH OTHER COUNTRIES IN AN 
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EFFORT TO INDUCE POFITICAF CONCESSIONS. FOR EXAMPLE, 

HINTS AND PROMISES OF SUBSTANTIALLY INCREASED TRADE WERE 
ALSO GIVEN TO THE UK DURING ITS 1971-72 NEGOTIATIONS 
FOR THE CLOSING OF ITS CONSULATE ON TAIWAN AND SUBSEQUENT 
UPGRADING OF SINO-UK RELATIONS TO THE AMBASSADORIAL LEVEL. 

BRUCE 
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